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Subj: Leasing of Navy-controlled Floating Drydocks

a) 10 USC 2667 (NOTAL)

b) OPNAVINST 4700.7F (NOTAL)

c) NAVSEAINST 4700.7 (NOTAL)

dj DODI 7230.7 of 12 June 1979, User Charges (NOTAL)
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1. Purpose

a. To establish policy and procedures for leasing Department of the
avy-controiled non-excess fioating drydocks.

c. To provide guidance for determining proper lease provisions, including
the minimum levels of maintenance and property insurance and guidelines for
the determination of fees and other consideration.

2. Canceliation. ASSTSECNAV(I&L) memorandum of 20 November 1967.

3. Background, The inventory of Navy-contrcolled floating drydocks includes
some drydocks which are not required for immediate public use, but which, for
mobilization or other requirements, are considered to be non-excess. This

instruction applies to all Navy-controlled, non-excess floating drydockévﬁade
available for lease under the authority of reference (a).

4. Policy
a. The Assistant Secretary (Shipbuilding and Logistics) may authorize the
lease of a Navy-controlled floating drydock when:

(1) The drydock is not excess to the needs of the Department of the
Navy, but for the time being, is not required for public use;
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(3) The lease of the drydock is consistent with the Navy's ship
overhaul policies as specified in references (b) and (c); in particular, the
policy of accomplishing depot level maintenance in homeport, whenever possible.

b. The principles set forth in the Defense Acquisition Regulation (DAR)
shall govern the preparation of solicitations and related documents and the
procedures for the lease of floating drydocks.

c. Formal advertising procedures shall be used to solicit offers for the
lease of non-excess floating drydocks unless the Assistant Secretary (S&L)
determines in writing that other than the use of formal advertising is in the
best interest of the government.

e toal
Government.

e. Drydocks will not be leased under this instruction in competition with
private sources of supply.

5. Action

o]
.

(1) Make recommendations to the Chief of Naval Operations via the
Chief of Naval Material regarding retention of floating drydocks for public
use, the availability of non-excess floating drydocks for lease, the
geograph1c area in which a part1cu1ar drydock should be,made available for

lease and the disposal of those floating drydocks no longer required for
retention.

floating drydocks including preparat1on of so11c1tat1ons, evaluation of bids
and offers, preparation of appropriate Determination and Findings (D&F) for
the approval of the Assistant Secretary (S&L), award of leases after
appropriate approval, and lease administration after award. A sampie D&F

format is provided as enclosure (1).

(2) Serve as the Navy's program manager for leasing non-excess

(3) Maintain a master record of all leases from which management
information may be compiled and retrieved.

b. The Chief of Naval Material (CHNAVMAT) shall:

(1) Review and forward to the Chief of Naval Operations, with
AmmAAmae ad A AnAAmnAMA.\L.— s .AAAAMA.-A-.&-:A-.- ~€ CNAMMAVCE A
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(2) Maintain all Marine Survey Reports obtained by COMNAVSEA in
accordance with this instruction.



c. The Chief of Naval Operations (CNO) shall:
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(1) Manage the Navy inventory of f
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drydocks to be leased as non-excess property and those which are no longer
required for retention and are candidates for disposal.
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(3) Recommend to the Assistant Secretary (S&L) conditions to be
jmposed on the lease of a non-excess floating drydock such as geographic area
restrictions which may be required to serve mobilization requirements or other
Navy policies.

d. The Qffice of the General Counsel shall:

(1) Provide advice regarding all matters of law and regulation
incident to the leasing of a non-excess floating drydock.
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{ ‘View for ga De ermination and . ings
(D&Fs) for lease of a f] jor to signature by the Assistant

the
Secretary (S&L)
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e. The Assistant Secretary (Shipbuilding and Logistics) will review and
act on the recommendations of the Chief of Naval Operations at the following
decisions points:
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\1) UELEermination tnat a4 vi04dting aryaoCk Currentiy i3 0t required

for nublic use. is non-excess and is available for lease in accordance with
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the criteria of paragraph 4a of -this instruction.

(2) Determination prior to solicitation when other than the use of
formal advertising in the lease of a non-excess floating drydock is in the
best interest of the government and that the iease wili be negotiated.
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(4) Execution of a significant amendment to a lease including all
extensions of an existing lease.

(5) As required by paragraph six (6).
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may combine two or more of the above dec1s1ons in ngle document. For
example, a single D& may conclude that a floating drydock is not now required
for public use but is non-excess to the needs of the government and therefore
may be leased, and also that other than formal advertising is in the best
interest of the government and that the negotiation of a lease is appropriate
in this instance.

"
}
!
f
r+



. The following documentation shall be forwarded in support of D&F's
that authorize a lease requiring the approval of the Assistant Secreta (

(1) A copy of the proposed solicitation.

stification of the proposed rental fee or other consideration
or a sole source lease.

(3) Justification of the proposed insurable value (loss/liability) of
the drydock.

(4) A copy of the most recent Marine Survey Report or, if a Marine

Survey has not been completed, an inspection report from the cognizant
Supervisor of Shipbuilding, Conversion and Repair (SUPSHIP).

6. Preparation of Solicitation, Lease Documents and Determination and Findings

a. The solicitation shall not restrict the location at which a lessee may
maintain and operate a Navy-controlied floating drydock within the United
States, its territories, possessions and Puerto Rico unless such a restriction
is determined necessary in writing by the Assistant Secretary (S&L) based upon
one or more of the Fn]]m;nng considerations:

(1) Navy policies concerning Naval ships overhaul scheduling,
including homeport considerations, expanding Navy requirements and
contracting-out policies pursuant to references (b) and (c),
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(3) The ability of the drydock to <Jsta.. transport/towing without
degradation to the dock's operational capabilitie

(4) Financial impact on the area in which the drydock is then
currently located, and
interest

b. Companies leasing another Navy drydock of similar capacity shall be
excluded from competition except:

se U4l (S AV L VRN



(3) When the similar drydock then under lease to that company is
scheduled for disposal within a year from award of the lease of the drydock
then under consideration.
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C. Orydocks will be lease ¥y to U, ated and license
firms engaged in shipbuilding, ship repair and/or ship overhaul work for use
within the United States, its territories, possess1ons and Puerto Rico unless

the Assistant Secrétary (S&L) determines that lease to another company,
foreign government or international organization is in the public interest or
will support the national defense.

d. A bid guarantee in an amount deter ire
shall be required of all bidders in a 1ease SO

e. The terms and conditions of any lease authorized under the provisions
of this instruction shall be in accordance with reference (a).

f. Reference (a) permits the Secretary to waive the right to terminate
the iease at any time. 1In such a case the Tease shall stipuiate that the
Caminnd avi: AL dina m ............. Aamnant+ ad anu Fama 3F 3+ S 3 A
QeLreiary LNe Navy inay Lclmluabc an ay coliciie av aily viime i1 1L i i uinie
interest of national defense, If the lease provisions omit the Government'
right to terminate at any t1me the D&F must contain a determination supported
by a finding that such omission will promote the national defense or be in the
public interest.

g. Non-excess fioating drydocks wili be ieased "as is, where is" without
any warranty or representation by the Government as to condition.

h. The lessee shall be required to maintain adequa te hull damage and
third-party liability insurance on the leased drydock The amount of hull
damage insurance shall be based upon the recommendations of a Certified Marine
Surveyor who shall report within thirty days of 1ease award at the expense of

the lessee unless the requirement for a burveyor S 1nspect1on and report is

waived by tne CNO. 1In the event that CNO determines that the serv1ces of a
sEfand amrmina Cimmmuraunnm ama nar wamiidiwvad AAVICC A 211 5rov AAn an aActimada
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of the value of the drydock.

i. The lessee shall be required to perform all normal maintenance on the
floating drydock as required by the Navy. Maintenance requirements will
normally be determined through regular inspection or as recommended by a
Certified Marine Survey Report The lessee shall pay all costs associated

bl dbhn mamLAatmamoan AL a2mi; Mamdimn P R T R P Ad kA A~ i
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its own inspection which may be used to supplement or replace the reguirement

for a Marine Survey at the d1scret1on of CNO. A provision for performance of
a guaranteed minimum amount of annual maintenance to be accomplished over the
term of the lease shall be set forth in the lease agreement. Enclosure (2)
provides minimum maintenance requirements. Inclusion of such a provison
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will not waive the requirements for a regular Navy inspection or Navy-required

Marine Survey Report. Shouid the minimum amount of maintenance not be
perforﬂed the lessee shall be required to reimburse the Government the doilar
value of that portion not accomplished or, if approved by CNG, these funds may
he 11cad +tn dofrav tho ract Af Athav +han navrmal f~ani+al) maintanan~n
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J. Lease agreements shall provide a fair market value rental as provided
below:

(1) Rental fees determined through competitive solicitation shall be
based upon the greater of the following:

A msnaimim nriial wmande
u 1 1 T L

(b) 50 percent of the daily charges set forth in the lease for

the actual number of days a vessel occupies the drydock; or

(c) 50 percent of the actual charges made by the lessee for the
iease period.

{21\
\& )
following

(a) The user rate charged for commercially owned drydocks of
similar characteristics;

(b) The fees charged for comparabie Government-owned floating
drydocks competitively leased within the past five years.

Such comparative rates shall be selected whenever possible from
the same geographic areas as that contemnlated for the pronosed new lease. A
copy of these estimates shall accompany all solicitations when presented for
approval by the Assistant Secretary (S&L).

(3) The lease may provide that all or part of fair market value will
be in the form of maintenance, protection, repair or restoration of the
drydock by the lessee.

(4) Under the applicable circumstances set forth in reference {d)

the Ass1stant Secretary (S&L) may waive or reduce fair market value rents.

k. Leases shall normally be for a term not to exceed five (5) years but
may contain an option not to exceed five additional years where necessitated

by extensive capitai investment requirements or other extenuating
circumstances. If valid reasons exist for a term in excess of five years,
incrludina +ha ica Af Antinn nvrAauvicinne +ha Aecictrant Carvatranmy 1C21 Y miie+
lll\.luulllg LITC UoCT Ui UPLIUII pIUVIDIUllD, LIIT MNoJ1ouvdAarlile JCL,ICLGIJ \JUL} Hiuo L
determine in the D&F that such a term will nromote the national defense or be
in the public interest.
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1. When leasing a floating drydock, administrative actions such as
determining future military needs, preparing the solicitation, advertising and
evaluating bids, will be scheduled so as to award the lease no less than six
(6) months prior to the effective date of the proposed lease.

the dock and return to the
or expiration of the

m. The lease shall provide for safe storage of
Navy as specified in the lease upon the termination
lease. In the event return of the dock to the Navy is not required as the
result of disposal or other reason, the lessee will be required to pay the
cash equivalent. Provision should be made when feasible for rent-free mooring
space, security and protection for a minimum of three (3) months after
expiration or termination of the lease.

Arsm

n. The lessee shall be required to indemnify and hold harmless the
Government, its officers, agents, and employees from any and all claims for
loss of or damage to property and bodily 1njury to or death of all persons in

iessee's use or possession of the drydock.
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0. The lessee shall be required to furnish a performance bond in an
amount determined by the contracting officer and specified in the solicitation
which shall cover the full term of the lease.

p. The lease shall be signed on behalf of the government only by a
contracting officer who has been warranted for the execution of such leases.

CF e
James F. Gobdrich
Acting Secreétary of the Navy

Distribution:
SNDL Al (Immediate Office of the Secretary) (ASSTSECNAV (S&L), only)
A24 (Department of the Navy Staff Offices) (Office of the General
Counsel, only)
A3 (Chief of Naval Operations)
A4A  (CHNAVMAT)
FKA1G (COMNAVSEASYSCOM)
Copy to:
SNDL FB30 (NAVSHIPREPFAC)
FKP7 (NAVSHIPYD)
FKpg {SUPSHIP
FKP11 (INACTSHIPFAC)
Stocked

CO, NAVPUBFORMCEN
5801 Tabor Ave.

Phila,

PA 19120
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SAMPLE DETERMINATION AND FINDINGS FORMAT

q.n

DETERMINATION AND FINDINGS

AUTHORITY TO LEASE ON AN ADVERTISED BASIS

Upon the basis of the following findings and determination which I hereby
make pursuant to 10 U.S.C. 2667, a leasing agreement may be entered into
between the Naval Sea Systems Command and a prOSpectlve U.S. owned, operated
and licensed firm engaged in ship building, ship repair and/or ship overhaul
work for the use of the Navy-controlled (include here vesse] name, type and
hull number).

FINDINGS
1. The Naval Sea Systems Command proposes to formally advertise for bids on a
lease of the Navy-controlled (include here vessel name, type and hull number)
to ship repair contractors (include here any geographic restriction).

2 The terms of the lease shall comply with the requirements of 10 U.S.C.

2667. Title to the leased property shall remain in the U. S. Government. The
aforementioned drydock is not excess property as defined b by Section 472 of
Title 40, United States Code, and is not, for the time being, needed for
public use.

3. It is proposed to formally advertise the lease on a competitive basis for
a five-year period, and to enter into a lease with the respons1b1e bidder,
whose bid, conforming to the IFB, offers the highest guaranteed minimum annual
rental fees. The use of this drydock has not been required by any other
Government agency.

Enclosure (1)



SECNAVINST 11420.1
r°rm aana

9 rLB 1382
Minimum Maintenance to be performed by the Lessee of a Navy-owned fFloating
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The following minimum maintenance will be performed at the expense of the
lessee of a Navy-owned floating drydock:

I. Cleaning, preservation and repair of the exterior and interijor of
accessiblie hull structures.

2. Blocking renewals, replacement of bilge block runners and structural
supports, and cradle renewals

3. Minor repairs and replacement or renewal, where necessary, of parts of
the pumping and flooding systems.

4. Minor repairs and maintenance of the electric power-generating and
distribution systems.

5. Minor repairs and calibrations of water level and draft-indicating
systems.

6. Minor repairs and replacements or renewals of parts of service
pment such as compressed air, fire mains, water, steam, COp and sewage
a
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7. Repair and maintenance of cranes, capstans, flying bridges,
ventilation systems, fittings, and similar items.

8. Drydock the leased drydock no later than the third year of each
five-year lease or option period during which drydocking the underwater hull
parts, both interior and exterior areas, shall be cleaned, repaired, painted
or treated as may be necessary.

Notwithstanding the minimum normal maintenance expenditure required above,
all normal maintenance shall be performed at the expense of the lessee.
Repairs which are beyond the scope of normal maintenance shall, if directed in
writing by the contracting officer be performed by the lessee and the cost

hereof shall be trea
thereof shall be treated as part of the consideration for the lease.

Enclosure (2)



